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E.O. 11652: N/A 
TAGS: EFIN, JA 

SUBJECT: REACTION TO TREASURY GOLD SALES ANNOUNCEMENT 

1 . SUMMARY: THE DOLLAR CLIMBED 2.40 YEN TO CLOSE AT 
224.40 TO THE DOLLAR ON APRIL 20 FOLLOWING U.S. TREASURY 
ANNOUNCEMENT OF INTENT TO UNDERTAKE GOLD SALES PROGRAM. 
DOLLAR FURTHER STRENGTHENED TO AS HIGH AS 226.10 IN 
MORNING TRADING IN TOKYO MARKET APRIL 21 . STATEMENTS 
ATTRIBUTED TO UNIDENTIEIED MINISTRY OF FINANCE (MOF) AND 
BANK OF JAPAN (BOJ) OFFICIALS WELCOMED THE MOVE, 
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STRESSING ITS TIMELY EAVORABLE PSYCHOLOGICAL IMPACT ON 
FOREX MARKET. COMMERCIAL BANKS SOURCES NOTE PSYCHOLOGICAL 
BENEFIT BUT ALSO OBSERVE THAT FUNDAMENTALS UNCHANGED. MOF 
SPEAKS UP TO HEAD OFE MITI TRIAL BALLOON ON GOLD STOCK- 
PILING. END SUMMARY. 

2. PRESS STORIES APRIL 21 REPORT THAT UNIDENTIEIED MOE 
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AND BOJ OFFICIALS WELCOMED U.S. DECISION TO SELL GOLD. 

MOF OFFICIAL REPORTEDLY SAID THE MOVE WILL CONTRIBUTE TO 
THE STABILITY OF THE YEN AND STEM EURTHER WEAKENING OF THE 
DOLLAR. HE SAID THE EFFECT ON MARKET PSYCHOLOGY SHOULD BE 
FAVORABLE BECAUSE IT EOLLOWS A PERIOD WHEN THE YEN HAD 
BECOME A LITTLE MORE STABLE. IT WAS NOTED, HOWEVER, THAT 
THE ACTUAL AMOUNT OE THE GOLD SALES WAS NOT LARGE ENOUGH 
TO HAVE A MAJOR DIRECT EFFECT IN STABILIZING THE 
DOLLAR RATE AND THAT MOF WAS FOLLOWING WITH INTEREST U.S. 
INFLATION AND ENERGY POLICIES WHICH ARE DESIGNED TO GET AT 
THE FUNDAMENTAL PROBLEM OF THE LARGE U.S. TRADE DEFICIT. 
MOF OFFICIAL REPORTEDLY WENT ON TO PORTRAY THE GOLD 
SALES AS THE EIRST RECENT ACTION THE U.S. HAS TAKEN 
DIRECTLY INTENDED TO STABILIZE THE DOLLAR, SUGGESTING 
(IN PARAPHRASE) THAT THE U.S.-GERMAN SWAP AGREEMENT DID 
NOT REALLY CONSTITUTE EVIDENCE OF U.S. DESIRE TO 
STABILIZE THE DOLLAR IN THE FOREIGN EXCHANGE MARKET. 

3. SPOKESMAN FOR BOJ IS QUOTED AS MAKING SIMILAR 
REMARKS TO PRESS, STRESSING THAT IT REVEALED THE U.S. 

GOVT'S INTENTION TO IMPLEMENT (ALL POSSIBLE) MEASURES TO 
DEEEND DOLLAR. 

4. COMMERCIAL BANKS REPORTEDLY ALSO EMPHASIZED THE 
FAVORABLE PSYCHOLOGICAL IMPACT OF THE ANNOUNCEMENT BUT 
NOTED THE UNDERLYING FUNDAMENTALS THAT WERE CAUSING A 
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HIGH YEN HAD NOT CHANGED. 

5. REMARKS ATTRIBUTED TO TREASURY SPOKESMEN THAT THE 
U.S. IS CONSIDERING SELLING GOLD FOR DM'S IN AUCTIONS 
SUBSEQUENT TO THE MAY AUCTION HAVE RECEIVED COVERAGE 
HERE BUT TO DATE THERE HAS BEEN NO OFFICIAL PUBLIC 
REACTION DIRECTED SPECIFICALLY TO THIS POINT. 

6. IN HIS COMMENTS TO THE PRESS, MOF OFFICIAL TOOK THE 
OCCASION TO HEAD OFF A PROPOSAL FLOATED EARLIER BY MITI 
THAT JAPAN, AMONG ITS OTHER STOCKPILING SCHEMES, SET UP 

A NEW GOLD STOCKPILE AS A MEANS OF REDUCING THE CURRENT 
ACCOUNT SURPLUS. MOF SPOKESMAN NOTED THAT EFFECT OF U.S. 
GOLD SALES WOULD BE TO WEAKEN THE HIGH GOLD PRICE, THE 
LEVEL OF WHICH PARTLY REFLECTED THE WEAKENED EXCHANGE 
VALUE OF THE DOLLAR. HE REPORTEDLY NOTED IF JAPAN WERE 
TO FOLLOW THIS BY GOLD PURCHASES, THERE WOULD BE ADVERSE 
INTERNATIONAL REACTION. 

7. EMBASSY WOULD APPRECIATE RECEIVING TEXT OF TREASURY 
ANNOUNCEMENT AND ANY BACKGROUND THAT CAN BE PROVIDED 
CONCERNING OTHER OFFICIAL U.S. STATEMENTS MADE IN CONNEC- 
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